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CONFIDENTIAL SECTION 1 OF 2 USNATO 6292 

E.O. 11652: GDS 

TAGS: CSCE, ECON, NATO, XH 

SUB J : CSCE IMPLEMENTATION: DRAFT REPORT ON BASKET II 
REF: USNATO 6288 

1. WE HAVE RECEIVED PRIVATELY A COPY OF THE INITIAL DRAFT OF THE 
NATO ECONOMIC DIRECTORATE'S CONTRIBUTION TO THE POLADS REPORT ON 
CSCE IMPLEMENTATION (REFTEL). IT HAS NOT YET BEEN CIRCULATED 

TO OTHER DELEGATIONS, THOUGH WE EXPECT THAT IT WILL BE AVAIL- 
ABLE FOR THE NOVEMBER 20 ECONADS MEETING. 
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2. BEGIN TEXT OF DRAFT REPORT: 

PURSUANT TO THE DECISION OF THE COUNCIL OF 1ST OCT, 

1975 (C-R(75)40, ITEM I), THE ECONOMIC DIRECTORATE HAS PREPARED 
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THE FOLLOWING REPORT ON THE IMPLEMENTATION OF THE ECONOMIC AS- 
PECTS OF THE FINAL ACT OF THE CSCE. IT IS BASED ON INFORMATION 
COMMUNICATED BY NATIONAL DELEGATIONS. AND IN PARTICULAR BY 
THE UNITED STATES AUTHORITIES. 

2. ONE OF THE CONCLUSIONS WHICH EMERGES FROM DISCUSSIONS 
IN THE ECONOMIC COMMITTEE IS THAT THE SPAN OF TIME WHICH HAS 
ELAPSED SINCE THE END OF THE CSCE CONFERENCE IN AUGUST 1975 
IS REALLY TOO SHORT TO ALLOW AN EVALUATION OF ANY PROGRESS 
WHICH MIGHT HAVE BEEN ACHIEVED AS A SPECIFIC RESULT OF THE 
PROVISIONS OF THE FINAL ACT. 

3. DATA AVAILABLE DEAL ESSENTIALLY WITH THREE SPECIFIC 
AREAS WHICH ARE PARTICULAR IMPORTANCE TO WESTERN COUNTRIES: 

(A) BUSINESS CONTACTS 

IN THE GDR. ROMANIA, CZECHOSLOVAKIA AND BULGARIA POLICIES 
CONTINUE TO BE VERY RESTRICTIVE AS REGARDS ACCESS OF 
WESTERN BUSINESSMEN TO END USERS OF THEIR PRODUCTS. 

LITTLE CONTACT, IF ANY, IS ALLOWED AND FOREIGN INTERESTS 
HAVE TO DEAL ALMOST EXCLUSIVELY THROUGH THE FOREIGN TRADE 
OFFICES AND THE OFFICIAL AGENCY FIRMS. IN CZECHOSLOVAKIA 
NO FACILITIES ARE REALLY OFFERED TO NEWCOMERS TO THE 
MARKET, ROMANIA CLEARLY PREFERS TO DEAL WITH LARGE MULTI 
NATIONALS AND HAS LITTLE TIME FOR MEDIUM OR SMALL SIZED 
FIRMS AND BULGARIA KEEPS BUSINESSMEN AT ARMS LENGTH, 

LIMITS THEIR CONTACTS AND GENERALLY KEEPS THEM IGNORANT 
OF THE DECISION MAKING PROCESS WHICH, ULTIMATELY, IS 
LIKELY TO AFFECT THEIR MARKETING STRATEGIES. 

THE SITUATION IN THE SOVIET UNION WOULD SEEM TO BE SOME- 
WHAT EASIER. IN THEIR REPORT THE UNITED STATES AUTHORITIES 
STATE THAT THERE HAS BEEN A STEADY IMPROVEMENT OF CON- 
DITIONS FOR EXPANSION OF BUSINESS CONTACTS BETWEEN US 
FIRMS AND SOVIET CLIENTS. HOWEVER, THIS SEEMS TO BE THE 
RESULT OF AN EVOLUTION WHICH STARTED A FEW YEARS BACK AND 
THERE DOES NOT SEEM TO BE ANY SHARP IDENTIFIABLE CHANGE 
IN PREVAILING CONDITIONS IN THE EXPANSION OF BUSINESS 
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CONTACTS SINCE AUGUST 1975. IN HUNGARY THE ATTITUDE IS 
SOMEWHAT AMBIGUOUS. THAT COUNTRY SEEMS TO ALLOW BUSINESS- 
MEN TO HAVE CONTACTS WITH END USERS AND DOES NOT RESTRICT 
ACCESS TO FOREIGN TRADING FIRMS. BUT THE AUTHORITIES ARE 
LESS ACCOMMODATING IN THE CASE OF COUNTRIES WHICH HAVE NOT 
GRANTED HUNGARY THE BENEFITS OF THE MFN CLAUSE. POLAND 
SEEMS TO HAVE GREATLY IMPROVED FACILITIES OVER THE LAST 
FEW YEARS AND IS ALLOWING A SUBSTANTIAL EXPANSION OF 
WESTERN BUSINESS PRESENCE IN THE COUNTRY. 

(B) WORKING CONDITIONS FOR BUSINESSMEN 

(I) POSSIBILITIES FOR ESTABLISHMENT OF PERMANENT 
REPRESENTATION AND OF OFFICES 
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CZECHOSLOVAKIA STILL APPLIES STRICT PROHIBITION AS 
REGARDS THE OPENING BY FOREIGN FIRMS AND BUSINESSMENT 
OF PERMANENT COMMERCIAL OFFICES, BUT THERE ARE HOPES 
THAT THE LAW MAY BE CHANGED EARLY NEXT YEAR. NO 
OFFICIAL BAN EXISTS IN OTHER WARSAW PACT COUNTRIES, 

BUT THE DEGREE OF "LIBERALISM" VARIES FROM ONE COUNTRY 
TO THE OTHER. IN THE GDR VERY FEW WESTERN FIRMS ARE 
ALLOWED TO HAVE ACCREDITED OFFICES AND IN BULGARIA. 
ALTHOUGH THEESTABLISHMENT OF PERMANENT REPRESEN- 
TATION IS NOT PROHIBTED, POSSIBILITIES FOR DOING SO 
ARE PRACTICALLY NON-EXISTENT AND FIRMS ARE ACTUALLY 
DISCOURAGED FROM TRYING TO DO SO. THE SOVIET 
GOVERNMENT GRANTS PERMISSION TO MAINTAIN REPRE- 
SENTATIVE OFFICES, HOWEVER APPROVAL IS LENGTHY AND 
APPLICANTS ARE NEVER SURE WHETHER THEIR REQUEST WILL 
BE ACCEPTED. HUNGARY, AND ESPECIALLY POLAND, SEEM 
TO BE MORE WILLING TO ALLOW BUSINESSMEN TO SET UP 
OFFICES LOCALLY. 

(II) BETTER PROVISION OF ACCOMMODATION, MEANS OF 
COMMUNICATION AND PREMISES 

IN GENERAL WORKING CONDITIONS FOR BUSINESSMEN STILL 
LEAVE MUCH TO BE DESIRED IN WARSAW PACT COUNTRIES 
WITH, PERHAPS, THE POSSIBLE EXCEPTION OF POLAD. IN 
ROMANIA CONDITIONS HAVE ACTUALLY DETERIORATED AS A 
RESULT OF ACUTE SHORTAGE OF OFFICE SPACE AND HOUSING; 
RENTAL ARRANGEMENTS CAN NO LONGER BE MADE PRIVATELY 
BUT MUST BE CONCLUDED WITH THE STATE AUTHORITIES. 
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TELEPHONE, TELEX AND CABLE COMMUNICATIONS WITH THE 
WEST VARY FROM ADEQUATE TO GOOD BUT ARE GENERALLY 
VERY EXPENSIVE. 

(C) AVAILABILITY OF COMMERCIAL AND ECONOMIC INFORMATION 
NO PERCEPTIBLE PROGRESS HAS BEEN NOTED AS FAR AS THE 
PUBLICATION OF SCIENTIFIC, ECONOMICAL AND STATISTICAL 
REPORTS ARE CONCERNED. IN ALL WARSAW PACT COUNTRIES 
SEVERE RESTRICTIONS CONTINUE TO EXIST ON A WHOLE RANGE 
OF STATISTICAL INFORMATION WHICH IS GENERALLY FREELY 
AVAILABLE IN THE WEST. HERE AGAIN THERE ARE SUBSTANTIAL 
DIFFERENCES IN THE QUALITY AND THE ABUNDANCE OF THE DATA 
WHICH ARE PUBLISHED BY THE INDIVIDUAL COUNTRIES. 
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4. INFORMATION ABOUT THE WARSAW PACT ATTITUDES 

IN THE FIELD OF SCIENTIFIC, TECHNOLOGICAL AND ENVIRONMENTAL CO- 
OPERATION IS PATCHY. THE U.S. HAVE REPORTED THAT THE USSR'S 
ATTITUDE TO SCIENTIFIC AND TECHNOLOGICAL CO-OPERATION HAS BEEN 
CONSISTENTLY POSITIVE; THIS IS ALSO THE CASE FOR CO- 
OPERATION ON ENVIRONMENTAL MATTERS. 

5. IN ALL OF THESE FIELDS WARSAW PACT COUNTRIES HAVE USUALLY 
SOMETHING TO GAIN FROM CO-OPERATION WITH THE WEST AND, IN 
ADDITION, THEY ARE CAREFUL TO ESCHEW ANY ITEMS WHICH, FROM THEIR 
POINT OF VIEW, COULD BE POLITICALLY, ECONOMICALLY OR IDEO- 
LOGICALLY SENSITIVE. IT IS NOT SURPRISING, THEREFORE, THAT CO- 
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OPERATION IS EASIER TO ACHIEVE THAN IN ECONOMIC OR COMMER 
CIAL AREAS. 

6. THREE MONTHS AFTER THE CLOSE OF THE CSCE THERE IS STILL 
CONSIDERABLE SCOPE FOR OBTAINING, FROM WARSAW PACT COUNTRIES, 
BETTER FACILITIES AND GREATER FREEDOM OF ACTION FOR BUSIN 
ESSMEN AS WELL AS AN IMPROVEMENT IN THE FLOW OF COMMERCIAL AND 
ECONOMIC INFORMATION. ANY PROGRESS WHICH HAS BEEN NOTED IN THE 
RECENT PAST CANNOT BE CONSIDERED AS A DIRECT CONSEQUENCE OF 
THE PROVISIONS OF THE FINAL ACT OF THE CSCE. NO DEFINITE 
PATTERNS HAVE AS YET EMERGED AND IT WILL TAKE TIME FOR 

THESE TO DEVELOP. 
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7. THERE WOULD SEEM TO BE A PARTICULAR CASE FOR EXAMINATION 
AND ASSESSMENT BY THE ECONOMIC COMMITTEE OF THE UNILATERAL AND 
BILATERAL EFFORTS EXPECTED FROM THE PARTIES OF THE CSCE IN 
ORDER TO IMPLEMENT THE PROVISIONS OF THE FINAL ACT (BASKET II). 

ON THE OTHER HAND, THE MULTILATERAL OF THE FINAL ACT WOULD 
SEEM TO FALL WITHIN THE PROVINCE OF THE UNITED NATIONS ECONOMIC 
COMMISSION FOR EUROPE, AN ORGANIZATION WHICH IS OFTEN REFERRED 
TO IN THE FINAL ACT. HOWEVER, THERE IS NEED TO MONITOR AND 
CONSULT ON WHAT HAPPENS IN THE ECE IN ORDER TO FRUSTRATE 
ANY ATTEMPTS BY THE WARSAW PACT COUNTRIES TO USE THAT INT'L 
ORGANIZATION AS A MEANS OF NEUTRALISING DEMANDS ADDRESSED 
TO THEM OR TO REVENGE UNILATERAL COMMITMENTS ACCEPTED AS A 
RESULT OF THE CSCE. CLOSE CO-ORDINATION BETWEEN THE ECONOMIC 
COMMITTEE AND THE NATIONAL REPRESENTATIVES OF ALLIED NATIONS 
IN GENEVA WOULD, THEREFORE, SEEM TO BE PARTICULARLY DESIRABLE 
IN THE POST CSCE PERIOD. 

END TEXT OF DRAFT REPORT. 

3. COMMENT: AS WITH THE REPORT ALREADY CIRCULATED TO POLADS, 

WE BELIEVE THATTHE FOREGOING DRAFT DOES AN EXCELLENT JOB OF 
SUMMARIZING THE MASS OF DATA PROVIDED, AND SKETCHES AN 
ADEQUATE PICTURE OF THE STATUS QUO ANTE ON BASKET II ISSUES IN 

THE WARSAW PACT COUNTRIES. WE WOULD HOPE THAT MEMBER DELEGATIONS 
WOULD WISH TO MAKE ONLY MINIMAL CHANGES TO THE DRAFT. 

4. ACTION REQUESTED: EARLY AUTHORIZATION TO SUPPORT THE DRAFT, 

IF FEASIBLE IN TIME FOR NOVEMBER 20 ECONADS MEETING.BRUCE 
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